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iTD. 


Rapport interimaire 
Pour les six mois terminés le 31 janvier 1972 


Aux actionnaires: 


Tous les domaines de |’exploitation de votre compa- 
gnie ont continuellement progressé au cours du se- 
mestre qui s’est terminé le 31 janvier 1972. Les 
ventes, les bénéfices avant déduction des impéts et 
les bénéfices déduction faite des impéts ont aug- 
menté de 19.5%, 35% et 47% respectivement, com- 
parativement aux chiffres du méme semestre de 
\‘exercice précédent. Ces augmentations sont, en 
grande partie, le résultat de l’accroissement des bé- 
néfices et du volume des ventes des établissements 
existants, mais les cing nouveaux magasins qui ont 
été ouverts au cours du semestre y ont aussi large- 
mentcontribué. 


Le bénéfice net par action, fondé sur les nouvelles 
actions subdivisées, est passé de 30¢ a 43¢ l’action. 
Un dividende de 12¢ l’action (20¢ l’action avant la 
subdivision) a été versé au cours du semestre, soit 
une majoration sur les 10¢ l’action qui ont été 
versés pendant la méme période en 1971. 


Vous avez sdrement vu des articles dans les journaux 
concernant les pourparlers que nous avons entrepris 
en vue d’acquérir toutes les actions comportant 
droit de vote, émises et en circulation de Gordon 
Mackay & Stores Limited. Cette compagnie par 
\‘entremise de ses filiales exploite en Ontario 
quarante et un magasins de détail, de tissus et de 
produits connexes. Cette acquisition permettra 
d’agrandir considérablement les marchés desservis 
par votre compagnie. La premiére étape de cette 
acquisition a été franchie lorsque votre compa- 
gnie a acquis 85,434 actions de catégorie B de 
Gordon Mackay pour un prix de $1,964,982, en 
vertu d'une entente datée du ler décembre 1971. 


Par la suite, une offre publique a été faite en vue 
d’acheter le reste des actions de catégorie B en 
échange d/actions ordinaires de Peoples Stores ou 
de $23 en espéces, au cholx.des actionnaires de la 
catégorie B. Le 24 mars 1972, 9,371 actions caté- 
gorie B avaient été déposées contre paiement en 
espéces et 120,389 en échange d’actions. Votre 
compagnie a ainsi acquis, compte tenu des actions 
déja mentionnées, au-dela de 99% des actions caté- 
gorie B de Gordon Mackay & Stores Limited. L’offre 
d’un paiement en espéces a pris fin le 10 mars 1972 
tandis que l‘offre d’échange d‘actions a été prolongée. 


Votre conseil d’administration est persuadé que 
‘acquisition de Gordon Mackay & Stores Limited 
favorisera considérablement les possibilités d’ac- 
croissement des bénéfices du groupe. 
Le président, 
Saul Shapiro 
le 27 mars 1972 
Montréal, Québec. 


Peers DEPARTMENT STORES 


Siége social — 5590, avenue Royalmount, Montréal 307, Canada 


Etat des bénéfices 


Pour le semestre terminé le 31 janvier 1972 


1972 
Ventes $10,881,728 
Codts et dépenses 

Codit des ventes, frais d’exploitation 

et d’administration 9,268,442 

Frais de location 523,854 

Amortissement 107,564 

9,899,860 

981,868 

Intéréts-revenu 30;t99 

Bénéfices avant impots sur le revenu 1 O1Z2,067. 

Provision pour impéts sur le revenu 490,000 

Bénéfices nets pour le semestre Sar ley arn ey/ 


Etat de la provenance et de l'utilisation 


du fonds de roulement 


Pour /e semestre terminé le 37 janvier 1972 


1972 
Provenance du fonds de roulement 
Montant provenant de l’exploitation $5,629 684 
Emission d’actions 1 37e000 
TOL AST 
Utilisation du fonds de roulement 
Achat de placements dans Gordon Mackay & 

Stores Limited 1,904,952 
Nouvelles immobilisations, montant net 299,965 
Dividendes 144,000 

2,408,947 
Augmentation (diminution) du fonds de roulement (1,641,810) 
Fonds de roulement au début du semestre 4,108,681 


Fonds de roulement a la fin du semestre S° 2.466707 | 


Ha] Go 3 


1971 


$9,103,400 


7,856,678 
451,054 
92,290 


8,400,022 


703,378 
47,842 


71,220 


395,000 


3, 000,220 


1971 


$ 448,510 


448,510 


125,149 
120,000 


245,149 


203,361 
OW Ae) 


$3,921,036 


bee lo es 
QGELLGE 


€86 GE 
OLB EVE 


00002 L 
OLB EC? 


SOS OLe. $ 


OZGL 


a €86 062 §$ 


ee 


86 062 
£96189 


60L0S0°2 


OL6'88 


CLO G6E 
L7L'996'9 


9/9°CE0'8$ 


OZGL 


ed be Ha 


9EO LCB ES 
GVO TILE 
LOE E07 
BV LSC 


000°02 L 
6VL GCL 


OLG8br $ 


LZ6L 


polled JO puy — |eydeg Burom 


POlWed JO Buluuibeg — jelides Bulon 
jeyides BulysoA, uy] eseasou| 


SPUSPIAIC 
S]8SSe Pdxl} O} SUOI]IDpe 1a 
jeyided Hullo, jo asp 


SUOI}EJBdO WO1J PapIAOld 
Jeyidesd BulyJonA Jo Bounos 


LL6L ‘LE Alenuer papua syjuow xIs ay} 104 
jesideg Bulyyo/A\ JO esp Pue eounos Jo qUeWeIe9gS 


fr OCT 9GE $ POHe8d SY] 4104 sHulusez aN 
O00'S6E Sexe | SWODU| JO4 UOISIAOId 
OG? LSZ sexe] SwOduU| d1OJeq sHulusez 
O8 lL CGE'8 
O62 26 Uuo!eziwOWwe pue UOl}elosIdaq 
VSO Lov }UayY 
9€8'808'L SOSUBAXd SAI]EI]SIUILUpe 
pue Huljeiedo ‘sajes Jo 1s04 
SesuedxXq pue }soOD 
f OOV'EOL'6$ sales 
| LZG6L 
LL6L ‘LE Asvenuer papua syjuow xis ay} 104 
SOuluueyg Jo QUeWAaQeAS 
epeued ‘/0€ JeajuOW ‘anuaAy JuNOW|eAOY OGGS — 9I/YO peaHy 
Stee 2s SN oN Uda 0d. SiidOddaid 


“LZ6L OL YEW 
9aqaNH ‘jeasjUO|/\ 
JUAPISAld 
ouideus jnes 
‘sebueyo 
-Xq NODOIS |eaI]UO/| PUe O]UDIO] 
9U] YIM Soleus s}l JO Hulls]; e peulez 
-qo Auedwoo ay} ‘poued siy} Buung 
‘paulejUleW aq ||IM AdI|Od puapIAIp SI4} 
yey} sayedioijue Auedwood ay} pue pied 
pue paiejoap alam aieus Jad Q|'Os jo 
SpuaplAip Apoyenb ‘poued ey} Buung 
‘UOIIIIW G L$ JO s}isod 
-8P WId}-WOYS Sepnjoul UOlIilu GSEs 
Ajayewixoidde jo jeyideo Bulysom au} 
PUB ‘SOILIGel| JUBUND ay} Sew} INO} 
UEY] BOW O} Jenba.ale sjasse juaUND 
‘poled yyUOW-xIsS 
9} JO JjJEY UU] SSO] JO} 1a} SEM BS9U} 
JO 1O9JJo SY, YaUJOUR O} apewW uUsdaq 
sey uollippe jeizuejsqns e pue pausdo 
useq sey da10]S Mau auUO ‘poled 
JUBIIND By} Hung ‘sseulsng Jo awWNjOA 
94] UO pey aAeYy O/6| Jee jeosit Ou} 
Ul peusdo saiojls Mau YOIUM JOedUI 
9Yy} WOJJ ed Ul S}jNSe1 JUdWAaAOIdUII 
ajqeinorey AJ8A SIMUL *6G'O$ OY BL'0S 
OJ} pesealoul aieyus Jad sHulusesd jeu 
‘poled YUOW-XIS JUaIND 34} Bung 
"ead 
SNOIASIA BY] JOEAO %|'6Z JO BSeaIOUI 
ue Bulluasaidal OZZ' LG/$ 0] 8SO1 SAxe} 
SWOODUI BJOJeq sHuluseyW wea snolAgid 
eyi BHuunp poued ajqesedwoo au} 
J9AO YES] JO Bseosoul ue JO, UON|IW 
6$ pepesoxs poled oy} JO}, sajes 
“LZ6L ‘LE Avenuer papua syjUuOW xis 
9y} 10} AUedwOod INOA Jo suOle1edo 
fO S}/NS8J BY] JUBSsId O} pases|d We | 


: SJapjOyaseys ay} oF 
LL6L ‘LE Asenuer papua syjuoWw xis ay) 104 
94UOdSey Wivsequ| 


a Ee | 


SAYOLS 


ANAWLYVAISaG - 


S31dO3d 


veda 7 


AR27 wan PEOPLES DERPARTWENT STORES LT Dé 


Trew LES 


DEPARTMENT 


STORES 


TD. 
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Siége social — 5590, avenue Royalmount, Montréal 307, Canada 


Etat des benéfices 


Pour la période de six mois terminée le 31 janvier 1971 


Pour les six mois terminés le 31 janvier 1971 1971 1370 
ete | Ventes $9,103,400 $8,032,676 
Il nous est agréable de vous faire part bee heat SS. 
des résultats d’exploitation de votre Cott et dépenses 
hee 1071, SAMOS eID ES Codt des ventes et frais d’exploitation 
hoor Bian et d’administration 7,808,836 6,966,727 
Les ventes ont excédé $9 millions 
pendant cette période. En effet, elles Loyers 451,054 395,072 
ont augmenté de 13.3% sur la méme Sean: 
période de l'exercice précédent. Les Amortissement des immobilisations 92,290 88,910 
bénéfices avant impdéts sur le revenu 
ont été portés a $751,220, soit une 8,352,180 7,450,709 
augmentation de 29.1% sur l’exercice ; 
Se inant ‘ Bénéfices avant impots sur le revenu 791,220 581.967 
Au cours du semestre, le bénéfice net Provision pour impdts sur le revenu 395,000 290,984 
‘action est passé de $0.48 a $0.59. —_—_—__—_—— ————— 
Cette amélioration interessante a ete Bénéfice net pour la période Sr S50/220 $ 290,983 
causée, en partie, par l’impact que les ——EEEE —— 
nouveaux magasins qui ont été ou- 
verts au cours de 1970 ont eu sur le : heer . 
volume des affaires. Au cours de cette Etat de lo ROOV ER es wees 
ériode, la compagnie a ouvert 
Mae een et elle en ean Pour la période de six mois terminée le 31 janvier 1971 
un autre d’une facon importante dont 1971 19870 
les effets ne se sont fait sentir durant Provenance du fonds de roulement 
moins qu'un trimestre. . pes 
Les disponibilités représentent un Découlant de |’exploitation $ 448,510 SEES AS Mote he 
montant supérieur a quatre fois les ie 
d’environ $3.9 millions comprend les Augmentation des immobilisations 125,149 223,910 
dépdts a court terme de $1.9 million. ah 
Au cours de la période, la compagnie Dividendes 120,000 120,000 
a déclaré et elle a versé des dividendes 
trimestriels de $0.10 l’action et elle 245,149 343,910 
prévoit pouvoir garder ce rythme. 
Au cours de la période, la compagnie Augmentation du fonds de roulement 2035301 35,4363 
a obtenu une cote a la Bourse de Fonds de roulement au début de la période S167 25715006 
Toronto et a la Bourse de Montréal. ——____—_—_—— —_______ 
Le président, Fonds de roulement a la fin de la période $3,921,036 $3,013)039 
Saul Shapiro ———————— ——————— 


le 16 mars 1971 
Montréal, Québec. 
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Subsidiaries 


PEOPLES DEPARTMENT STORES LID. and Subsidiaries 


TO OUR SHAREHOLDERS 


The year ended July 31, 1972 was a significant one for Peoples Department Stores 
Ltd. Among the highlights — 


Growth in Sales 


Sales for the year were $37,067,000 as compared with $17,471,000 in 1971. 
However, the 1972 figure includes the sales of Gordon Mackay & Stores Limited from 
February 1, 1972 and is therefore not directly comparable. The sales of Peoples Stores, 
excluding Gordon Mackay, for the year ended July 31, 1972, were $21,065,000 i.e. an 


increase of 20.6% over the 1971 sales. 


Improvement in Earnings 


Net earnings for the period were 33 cents per share (on a weighted average basis) 
compared with 20 cents per share in 1971 i.e. an increase of 65%. Actual earnings 
increased by 81% from $713,000 in 1971 to $1,291,000 in 1972. The 1972 figures 
include a contribution of $277,000 from Gordon Mackay. 


Increase in Dividends 


Dividends per share increased from 7 cents in 1971 to 8 cents in 1972. 


Acquisition of Gordon Mackay & Stores Limited 


Early this year Peoples Stores acquired 99.9% of the issued class B shares of 
Gordon Mackay & Stores Limited. Gordon Mackay operates 40 retail stores in Ontario 
under the name ‘Walkers’ and one under the name ‘Smith’s of Windsor’. These stores 
provide a broad range of family apparel together with fabrics, household furnishings and 


giftware in the medium price range. 


The Formation of St. Michael Shops of Canada Limited 


In April 1972 Peoples Stores developed a jointly owned enterprise with Marks and 
Spencer Limited of the United Kingdom with the aim of building a chain of St. Michael 
Shops in Canada. 


THE YEAR IN REVIEW 


Peoples Stores opened 5 new locations bringing to 45 the number of stores operating 
at year-end. While results from these new outlets have augmented total sales, it is 
significant that sales from the previously existing locations increased by 16%, representing 
impressive penetration of the existing market. Earnings improvement exceeded the sales 
increase and net earnings of 4.8% of sales represent a substantial improvement over 
the 4% for 1971 and 3.1% for 1970. 


The operations of Gordon Mackay for the six months ended July 31, 1972 (now its 
financial year-end) demonstrate a dramatic turnaround from the results of the same 
period for the previous year. While sales improved only marginally from $15.8 million 
to $16 million, earnings of $328,000 were obtained this year against a loss of $253,000 
for the same period in 1971. The strong direction provided by Mr. A. Gold, the strength- 
ening of the buying function and store supervision and the careful controlling of expenses 


all contributed to this earnings improvement. 


Although no St. Michael Shops were opened in the financial year ended July 31, 
1972, the operating terms of the jointly owned company were agreed upon and sites 
of the initial St. Michael Shops were chosen. Your Company is extremely proud of this 
joint venture with Marks and Spencer, one of the largest and most highly regarded 
retail companies in the United Kingdom. Its ‘St. Michael’ merchandise is known 
throughout the world for its quality and customer acceptance. Your management is 
confident that this venture will prove to be of great value to your Company and in years 


to come will provide a substantial source of earnings. 


PEOPLES DEPARTMENT STORES LTD. and Subsidiaries 


OUTLOOK 


PEOPLES: In the current fiscal year your Company plans to increase the square 
footage of Peoples Stores by approximately 16%. Three outlets have already been 
opened at Grand Falls and Edmundston, New Brunswick — the first in that Province — 
and Orangeville, Ontario and two more stores are planned for the last half of fiscal 1973 


at Tracadie, N.B. and Baie Comeau, Quebec. 


WALKERS: A new Walkers store was opened in August, 1972 in Brampton and two 
further stores in London and Scarborough, Ontario, are planned for opening before 
July, 1973. This expansion, virtually the first in four years, will increase square footage 


of Walkers Stores by approximately 4% and provide exposure in attractive retail markets. 


ST. MICHAEL SHOPS: Sales from the first four St. Michael Shops opened in 
Brampton, August 2nd, Oshawa, August 16th, Toronto (Bay/Bloor), September 30th 
and London, November 15th, have exceeded initial estimates. As a result, St. Michael 
Shops is attempting to accelerate openings and to enlarge the size of stores to accom- 


modate the demand for St. Michael merchandise. 


D'ALLAIRDS: Your Company has agreed to acquire the whole of the issued share 
capital of D’Allaird Manufacturing Co. Limited. D’Allairds, established in 1914, operates a 
chain of 30 ladies’ fashion stores across Canada and also manufactures ladies’ fashion 
goods in its plant in Montreal. Although no firm decision has been made as to the final 
disposition of the selling facilities, it is expected that a substantial number of the stores 
will continue under the D’Allairds’ name. It is, however, expected that some D’Allairds 


stores will be converted to St. Michael Shops. 


The Economic Council of Canada projects buoyant consumer spending over the 
next two years. Increased market growth by acquisition and direct expansion should 
allow your Company to accelerate penetration of the retail market. Additionally, con- 
tinuing attention to cost control should improve profitability and result in another 


record year for your Company. 


APPRECIATION 


The support and confidence of our customers, shareholders, staff and suppliers 


have contributed to our success and we take this opportunity to thank them. 


W. W. Laird, Q.C. 


Chairman WwW. Ql x 


Montreal, Quebec 
December 1, 1972 


FIVE-YEAR FINANCIAL SUMMARY 
(for the years ended July 31) 


1972 1971 1970 1969 1968 


Consolidated Peoples Peoples Peoples Peoples Peoples 
OPERATIONS (thousands of dol- 


lars) 
SGIESS 6.00.6 SOO RR IS AEE Ee eee 37,067 21,065 17,471 15,390 eS a23 11,876 
Earnings before income taxes. .. 2,610 1,960 debile/, 1ZO008 900 673 
Income taxes. Eats , 1,269 946 804 52/5 465 330 
Earnings pofore minGrity interest. 1,341 1,014 713 480 435 343 
Minority interest. Ba ies ee 50 
eecringeh lew ce. 1,291 1,014 713 480 435 343 
Net earnings as a percentage 

OlgSaleSeet a b..ait eens 3.5% 4.8% 4.0% 3.1% 3.3% 2.9% 


PER SHARE OF COMMON 
STOCK (dollars) * 


NetsearminGSnemmmaacriaic roe: 508 .26 .20 ales Ne 10 
DIVIdendS ta ctayanicnin at ewer seek ey. .08 08 .07 .07 .07 102 
STATISTICS 
NUMmbemon StoneSsae snr ain ae 86 45 40 39 36 35 
Selling area (thousands of square 
feet).. 1,048 497 430 417 360 304 
Common ‘shares. issued and ‘out- 
StAnGIN Guyer eae 3,886,926 3,886,926 3,600,000 3,600,000 3,600,000 3,600,000 
OTHER (thousands of agers) 
Working capital... ar eee 5,883 2,346 4,109 3,718 Sht5)7/ 7 3,582 
Capital expenditures. . oe 883 556 270 324 356 310 
Renee CON 1,360 1,040 881 792 656 575 


*(1) After giving effect to the 2 for 1 share subdivision in September 1971 and 3 for 1 share subdivision in June 1972. 
(2) Based on a weighted average of shares outstanding during each year. 


PEOPLES DEPARTMENT STORES 


ASSETS 


Current Assets 


Casiinics sacs acy aca tener, sit Re yin ee nea ; 
SNOETEnMCeDOSIISha nn Coca eet ee . 
Accounts receivable, 3... 2 eee 


Inventories — at the lower of cost or net realizable 
value less normal profit margin... ..... +...) aes 


Income,taxes recoverables.)...-4.2 a eee eee 


Prepaid expenses and other assets............... 


Investment in Shares of 50% Owned Company — 
at Cost: (NOt Ss) cee akin era ere ee 


Accumulated 


Fixed Assets Cost depreciation 
(note 4) 
$ $ 
Learidivs tanta aes 889,629 
BUllcingS= ae. 3,003,000 1,465,672 
Furniture and 
TIXtUres <a 8,886,685 O7091 5725 
13,159,964 7,857,400 


Leasehold improvements — 
al COS leSssvamOrtizatlOm case ee ee 


Other Assets 


Deferred income: taxeSon 4. eo eee ee ee ; 


Deferred pension charges (note 5).... 


1972 
$ 
429,599 


3,760,352 


10:026,927 
21,336 
290,320 
14,533,537 


125,000 


889,629 
LOL LS 


2,494,957 
5,302,564 


623,620 


5,926,184 


134,000 
126,696 


260,696 
20,845,417 


LTD. and Subsidiaries 


1971 
$ 
377,434 


1,700,000 
1,982 


3,026,080 


81,076 


5,186,542 


83,038 
66,591 


732,778 


882,407 


225,690 


1,108,097 


6,294,639 


CONSOLIDATED BALANCE SHEET as at July 31, 1972 


LIABILITIES 


Current Liabilities 


emcaavances (MOte 2) 2.4... . ss a ew wn 


Accounts payable and accrued liabilities. ........ 


Share subscriptions payable — 50% owned company 


PERO ORE KOS ce te nah syste ts esse ce eS un wR RRS 


memsronnelani(Mmote 5) cena foc ccc ee eee 
Deferred Income Taxes ........................ ‘ 


Minority Interest in Net Assets of Subsidiaries. 


SHAREHOLDERS’ 


Capital Stock (notes 6 and 7) 


Authorized — 
7,500,000 common shares without nominal 
or par value 


Issued and fully paid — 


AMSA FAS ARGS ey ete ee eae A els 


Excess of Net Assets Acquired Over Cost of 


Shares of Subsidiaries......................... 


ROLaiInGd: Earnings... 4 fescis ooo wa nee ae vee ees 


SIGNED ON BEHALF OF THE BOARD 
Saul Shapiro, Director 
Abe Gold, Director 


1972 
$ 
1790,958 


6,704,919 
125,000 


30,000 


8,650,877 


488,550 


1,767,183 


10,906,610 


SONG he ¢ 


3;607,335 


482,801 
5,848,671 


9,938,807 


20,845,417 


1971 


726,468 


321,393 
30,000 


1,077,861 


43,400 


eer ZiezZ ol 


300,000 


4,873,378 


D1 S,018 


6,294,639 


PEOPLES DEPARTMENT STORES LTD. and Subsidiaries 


Consolidated Statement of Earnings 
for the year ended July 31,1972 


EXPENSES 
Cost of sales, operating and administrative 


EXDEMSCS aici: foc soon = cok sarees ces Ceres eyed Cake eee ene aa sree 


PROVISION FOR INCOME TAXES 


Currents 2.6 (4 Ree ee 


MINORITY INTEREST IN NET EARNINGS 


OF SUBSIDIARIES See Cae ee ares tartan, 


Net Earnings for the Year (note 4)............ 
Net Earnings per Share (notes 4 and 8)........ 


Consolidated Statement of Retained Earnings 


for the year ended July 31,1972 


BALANCE — BEGINNING OF YEAR............ 
Net carninds fomthe: years = franc ts re ee ee 


Dividends... « ewneeeeeaee es cae an eee ee 


BALANCE: — END"OF YEAR. see. = pee 


1972 
$ 


37,066,894 


32,892,737 
1,360,103 
234,113 


34,486,953 


30,409 


34,456,544 
2,010,350 


1,146,405 
122,899 


1,268,800 


1,341,550 


50,530 


1291020 


39 


1972 
$ 
4,873,378 


1,291,020 


6,164,398 
SL ONeZ7, 


5,848,671 


1971 
$ 


17,471,003 


14,955,289 
881,525 
194,996 


16,031,800 


IT T94 


15,903.040 
1,517,084 


810,800 
(7,200) 


803,600 


713,484 


713,484 


.20 


1971 
$ 
4,399,894 
713,484 


5,113,378 


240,000 


4,873,378 


Consolidated Statement of Source and Use of Working Capital 


for the year ended July 31,1972 


Source of Working Capital 


SreteGarminds fOr the Year... sie sk ees we es 


Items not affecting working capital — 


Depreciation and amortization. ........... 
Defemec WMCOMe 1aX6S;.....60....20sev ne 


Minority interest in net earnings 


ies ASSICNALIES nics nGomics uk ees ee ee a 
EervicrecGrOMl ODeratiOniS 00s fee cle bn een be 


Issue of common shares — 


ec uriole OCA )eand (Db) es wna oe we lacs 


In exchange for shares of 


SunsidianyanoteO(D) ies ac soo daa eee os 


Working capital acquired on purchase 


“th GUIBR GEIS My ee eS Se eae eee 


Use of Working Capital 


PAI) SetOut I XECrSSSOlS an cll oie ner Std oe 


Dividends — 


PO MIMON SNAke Secmet ee eet n rat teh ke Ne eee 
Minority shareholders of subsidiary........... 


Purchase of shares — 


SUDSIGIARVEs tered Bam een eae Weta dns eta cy davai es 
GOIOWNECICOMpPaNy a. da oo S05 a. Tale es 


Increase in Working Capital................... ; 
Working Capital — Beginning of Year.......... 
Working Capital — End of Year................ 


1972 
$ 


1,291,020 


234,113 
1227395 


50/530 


1,698,058 


380,535 
2,926,800 


3,50 1,656 


8,397,049 


883,312 


3152727, 
50,400 


5,248,631 
125,000 


6,623,070 


V7 TS079 
4,108,681 


5,882,660 


1971 


713,484 


194,996 
(7,200) 


901,280 


901,280 


270,274 


240,000 


510,274 
391,006 


3,7 kt, 019 


4,108,681 


PEOPLES DEPARTMENT STORES LTD. and Subsidiaries. 


Notes to Consolidated Financial Statements 
for the year ended July 31,1972 


1. PRINCIPLES OF “CONSOLIDATION 
These consolidated financial statements include the consolidated accounts of the 
company’s subsidiary, Gordon Mackay & Stores Limited, from February 1, 1972, 
the effective date of acquisition. 


2. SECURITY FOR BANK ADVANCES 


Bank advances of $870,837 are secured by a pledge of certain of the company’s 
holdings in the Class B shares of Gordon Mackay & Stores Limited. 


3. INVESTMENT IN 50% OWNED COMPANY 


The company and Marks and Spencer Limited of the United Kingdom have incor- 
porated St. Michael Shops of Canada Limited to operate a group of retail stores in 
Canada. Operations commenced with the opening of the first store in August 
1972 and accordingly as at July 31, 1972 the portion of the net assets applicable 
to the investment is equal to the cost of the investment. 


4. FIXED ASSETS 


The company has changed its method of depreciating fixed assets from the 
declining balance method to the straight-line method which relates to the 
physical usage of the fixed assets. If this change had not been made depreciation | 
expense for the year ended July 31, 1972 would have been approximately 
$250,000 more, and the charge for income taxes and net earnings would have 

been reduced by approximately $125,000 each. Net earnings per share (post- 
subdivisions) would have been $.03 per share less. 


5. PENSION PLAN 
At July 31, 1972 the total unfunded past service obligation of the subsidiary was 
$488,550 which is being met by annual payments to 1989. The deferred pension 
charges of $126,696 at July 31, 1972 will be expensed in future years to 1979. 


6. CAPITAL STOCK 


Authorized share capital has increased during the year as a result of supple- 
mentary letters patent obtained in September 1971 and June 1972 approving 
increases from 1,000,000 to 3,000,000 common shares and 3,000,000 to 
7,500,000 common shares respectively. 


As at July 31, 1971, 600,000 common shares were issued and outstanding. 
The issued share capital was subdivided on the basis of two common shares 
for each issued common share in September 1971 and then three common 
shares for each issued common share in June 1972. 
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CAPITAL STOCK (continued) 


During the year 718,467 common shares (post-subdivisions) were issued 
as follows : 

(a) 90,000 common shares issued for cash of $165,000 pursuant to an 
option granted in 1969 to an officer who is also a director. 

(b) 585,360 common shares issued for a stated value of $2,926,800 and 
43,107 common shares issued for cash of $215,535 in connection with 
the acquisition of the Class B shares of Gordon Mackay & Stores Limited 
pursuant to an offer dated February 18, 1972. 


SHARE OPTIONS 

An officer, who is also a director, holds an option to purchase 60,000 common 
shares at $1.83 per share representing the unexercised portion of an option 
granted in 1969 and adjusted for the share subdivisions referred to in note 6. 
The option expires in 1979. 

On September 19, 1972 the company instituted a ‘key employee” stock option 
plan and reserved 100,000 common shares for this purpose. On the same date 
options at $13.28 per share for 54,000 shares were granted, including 6,000 to 
directors and officers. These options may be exercised at 20% per annum 
commencing September 19, 1973 and expiring on September 18, 1982. 


NET EARNINGS PER SHARE 
Net earnings per share have been calculated on the basis of 3,886,926 shares 
being the weighted average of shares outstanding during the year after giving 
retroactive effect to the share subdivisions referred to in note 6. 
REMUNERATION OF DIRECTORS AND OFFICERS 1972 1971 
$ $ 
(a) Peoples Department Stores Ltd. 
Aggregate remuneration as directors 
of the seven (1971 — five) directors. 4,250 3,000 
Aggregate remuneration as officers 
of the six (1971 — five) officers, 
five (1971 — four) of whom are also 
CRCCIOT Se res sek ns a ae oe! 184,305 157,554 
(6) Gordon Mackay & Stores Limited 
Aggregate remuneration as an officer 
who is also a director and officer of 
ihe parentcompanys 2c. eee: 33,933 
LEASE COMMITMENTS 
Minimum annual rentals under long-term property leases range from approxi- 
mately $1,500,000 per annum in 1973 to $1,300,000 in 1977. Certain of these 
leases require the payment of additional amounts based on percentage of sales, 
taxes and other expenses. 
COMPARATIVE FIGURES 
Certain 1971 figures have been restated for comparative purposes. 
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PEOPLES DEPARTMENT STORES LTD. and Subsidiaries 


AUDITORS’ REPORT 10° THE” SHARE OERR 


We have examined the consolidated balance sheet of Peoples Department Stores Ltd. and sub- 
sidiaries as at July 31, 1972 and the consolidated statements of earnings, retained earnings and source 
and use of working capital for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 

In our Opinion these consolidated financial statements present fairly the financial position of the 
companies as at July 31, 1972 and the results of their operations and the source and use of their working 
capital for the year then ended, in accordance with generally accepted accounting principles which, 
except for the change in the method of depreciating fixed assets referred to in note 4, have been applied 
on a basis consistent with that of the preceding year. 


Montreal, Quebec McDonald, Currie & Co. 
October 6, 1972 CHARTERED ACCOUNTANTS 
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